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had been incurred since the secession movement began*
Chase estimated that during the next year about
$320,000,000 would be required, of which he proposed
to raise $80,000,000 by taxes and $240,000,000 by
loans* In August he negotiated $50,000,000 in three
loans from the banks of New York, Boston, and Phila-
delphia, at par, with interest at 7*3 per cent* Chase
did not believe that he had the power to leave the money
in the banks till actually required, and then draw it
by cheque* Consequently he ordered the banks, in
spite of their protests, to pay the gold by weekly instal-
ments into the subtreasury at New York* As the
government creditors in their turn paid it back to the
banks, the effect at first was not great* But in December
the Trent affair caused a fear of war with England and
Chase asked for another loan of $200,000,000*

The government credit declined, so that the banks
could not sell government securities except at a loss, and
people stopped depositing or even withdrew money*
The reserve dwindled rapidly, and on December 30
the banks suspended specie payment and were, of
course, followed by the Treasury* Before these loans
$60,000,000 of non-interest-bearing treasury notes had
been issued, of which $33,000,000 were outstanding*
These were payable on demand and receivable for taxes,
but were not legal tender*

In January 1862 the Committee on Ways and Means,
by a majority of one vote, proposed a legal-tender
system and the billpassed Congress by narrow majorities*
It provided (i) for the issue of $150,000,000 of notes
($50,000,000 to take up the outstanding demand notes)*
They were payable to bearer, for denominations of not
less than $5 and non-interest bearing* They were legal